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SECURITIES AND EXCHANGE COMMISSION
Comments on the practice of registrants "who seek an auditor who is willing to support
a proposed accounting treatment which is intended to accomplish the registrant's
reporting objectives, but which is not necessarily in accordance with generally
accepted ^accounting principles" have been requested by the SEC (see the 7/8/85 Wash.
Rpt.). This SEC solicitation of comment on "opinion shopping" was detailed in a
7/1/85 SEC News Release and is now contained in the 7/11/85 Fed. Reg., pp. 28219-21.
The SEC proposal to regulate cash tender offers and exchange offers by issuers can
be located in the same Fed. Reg., pp. 28210-19.

TREASURY, DEPARTMENT OF
Draft legislation which would require certain corporations to file annual information re
turns with the IRS reflecting their computation of State income taxes in various
States, was released for public comment by the Treasury Department on 7/8/85. The
draft legislation, according to Treasury, is patterned after the recommendations of
the Worldwide Unitary Taxation Working Group organized by Treasury "to resolve con
flicts among State taxing authorities, multinational corporations, and foreign govern
ments. The final report of the Working Group was released on 8/31/84. Written com
ments on the proposed spreadsheet reporting legislation should be directed to the
Office of Tax Policy, Room 3108, U.S. Treasury, Washington, D.C. 20220. For further
information contact Art Sidon at 202/566-2041.

Ministers who owned, occupied or had a contract to purchase a ho
occupied before 1/3/83 have been granted a delay in effective date by the IRS of
Revenue Ruling 83-3 until 1/1/87. Revenue Ruling 83-3 disallows deductions for mort
gage interest and property taxes paid by a minister out of a tax-free parsonage
allowance. However, if a minister ceased to occupy the home he owned, occupied or
had a contract to purchase as of 1/3/83, the disallowance in Revenue Ruling 83-3
applies to any home the minister may subsequently occupy, regardless of when the
occupancy begins.

SPECIAL: NEW GOVERNMENT SECURITIES LEGISLATION
New legislation to regulate the activities of government securities dealers, containing
significant differences from earlier legislation in this area, was introduced by
Senate Securities Subcommittee Chairman Sen. Alfonse M. D ’Amato (R-NY) on 7/10/85
with bipartisan support (see the 7/10/85 Cong. Record, pp. 59268-79). Sen. D 'Amato's
bill, S. 1416, the Government Securities Dealers Act of 1985, would subject govern
ment securities brokers and dealers to "adequate registration, financial responsibil
ity reporting, recordkeeping, and related regulatory requirements". The bill specifi
cally authorizes the Board of Governors of the Federal Reserve System the authority,
in consultation with the Securities and Exchange Commission and the Department of
the Treasury, "to promulgate and interpret rules imposing such requirements on govern
ment securities brokers and dealers..." Enforcement, according to this bill, would
be shared between the already existing regulatory agencies and self-regulatory organ
izations. Unlike an earlier bill, H.R. 2032, which would have established a 17-mem
ber rulemaking board, Sen. D'Amato specifically rejected this approach by stating
that a new self-regulatory organization w a s ,unnecessary for two reasons: that there
are important differences between the municipal and government securities markets and
that such an organization would fail to recognize the Federal Reserve Board's "pre
eminent role and unique expertise in this area".

2
H.R. 2032, the Public Securities Act of 1985, a bill introduced earlier this
year, seems likely to be significantly revised or to be superceded by new legislation.
A t h i r d subcommittee hearing by the Energy and Commerce Telecom munications, Consumer
Protection and Finance Subcommittee on 6/26/85, appeared to lay the groundwork for
a Subcom mittee consensus to delegate the primary rulemaking authority in this area
to the Federal Reserve Board, in contrast to a preeminent role for the Treasury, as
suggested in a joint report of the Treasury, FED , and SEC (see the 7/4/85 Wash. Rpt.) .
Sen. D'Amato's bill, S. 1416, has been referred to the Senate Banking Committee. No
hearings have been announced.

SPECIAL; AICPA TESTIFIES ON PRESIDENT'S TAX PROPOSALS
President Reagan's tax reform proposal was characterized as offering "a real opportunity"
to simplify the nation's tax code, with the notable exception being the provision
which would require a change from the cash to the accrual method of accounting for
tax purposes for certain taxpayers, during testimony presented to the Senate Finance
Committee on 7/9/85 by Albert B. Ellentuck, Chairman of the AICPA's Tax Division
Executive Committee. Stating that the provision, which would require many personal
service professionals and small businessmen to change to the accrual method of account
ing if they have gross receipts of $5 million or more or if they use the accrual
method to report income to owners or creditors, would "significantly increase the
level of complexity for those who presently use the cash method." Mr. Ellentuck urged
rejection of this provision. He said, "The difficulties of attempting to impose
accrual principles on personal service businesses arises from the fact that a whole
new set of modifications in application are introduced." Mr. Ellentuck also noted
that use of the cash method for tax purposes has been in effect for so long that
"imposing an accrual method opens a variety of interpretative problems which will
take the IRS and tax practitioners years to resolve." He further stated that this
provision violates the tax policy objectives of simplicity and equity. In addition,
Mr. Ellentuck identified other sections of the tax reform proposal which would increase
the tax code’s complexity. Examples are the revised alternative minimum tax, new
depreciation rules, basis indexation, recapture of prior ACRS cost recovery, the in
vestment interest limitation and the mandatory use of the per-country limit for for
eign tax credits. He noted that the continual change being made in the tax code
(19 major changes in the past 22 years) is "in and of itself— a major source of com
plexity" and that "this change undermines the taxpayer confidence required for longrange commitments of the capital necessary for true economic growth." Mr. Ellentuck
urged committee members to keep tax simplification as a clear goal while working
toward the goals embodied in the President's proposal of providing incentives, closing
loopholes, raising revenue and achieving reforms. He warned that some of the goals
are "mutually exclusive" and that "what may be needed is more study and some further
independent evaluations of the economic impact."

SPECIAL: BILL TO AMEND "CIVIL" RICO INTRODUCED
A bill, H.R. 2943, to amend civil Racketeer Influenced and Corrupt Organizations (RICO)
actions was introduced in the House of Representatives 7/10/85 by Frederick Boucher
(D-VA). The bill is designed to clarify Congressional intent regarding the applica
bility of RICO in civil actions and follows the 7/1/85 U.S. Supreme Court decision
Sedima S.P.R.L. v. Imrex Co., Inc. reversing lower court decisions restricting the use
of RICO's civil provisions (see the 7/8/85 Wash. Rpt.) . In a press release issued to
accompany the bill's introduction, Rep. Boucher said, "The measure which we are in
troducing today will create a responsible balance in the RICO statute." H.R. 2943
provides that civil RICO actions can only be initiated against businesses and indi
viduals who have been convicted of criminal violations under RICO. In addition, the
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bill amends RICO to limit the use of RICO’s private, civil treble-damage mechanism
"under which claimants in many types of commercial disputes have been able to gain
unintended leverage for their positions by branding their adversaries racketeers,"
according to Rep. Boucher. AICPA Chairman, Ray J. Groves, accompanied by President
P h i l ip B. Chenok and Vice-President in charge of the Washington Office, Theodore C.
Barreaux testified 6/12/85 before the House Criminal Justice Subcommittee about the
necessity of amending RICO to prevent innocent businessmen from facing racketeering
allegations and filed ah amicus curiae brief with the U.S. Supreme Court requesting
the Court to limit civil cases under RICO to suits against individuals who have been
criminal ly convicted of the predicate offenses under the Act. Hearings on RICO are
expected to be held later this month by the House Criminal Justice Subcommittee,
chaired by Rep. John Conyers (D-MI), and the Senate Judiciary Committee, chaired by
Sen. Strom Thurmond (R-SC). Other members of the House Judiciary Committee who spon
sored H.R. 2943 are Rep. Hamilton Fish, Jr. (R-NY), Rep. George W. Gekas (R-PA) and
Henry J. Hyde (R-IL).

SPECIAL: AICPA ISSUES REPORT ON REPURCHASE AGREEMENTS
The report from the Special Task Force on Audits of Repurchase Securities Transactions
has recently been released by the AICPA. The AICPA initiated the task force in
response to questions raised about the audits of government securities dealers and
other participants in government securities transactions. The report outlines the
background and use of repurchase and reverse repurchase agreements, the regulatory
environment, legal considerations, accounting and reporting considerations and risks
involved in RP-RRP agreements. In a related matter the SEC has proposed amendments
to expand the disclosures regarding RP-RRP agreements (see the 7/9/85 Fed. Reg., pp.
27973-81).
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